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Commercialization 


OUR VISION 


THE ST. LAWRENCE SEAWAY 
AUTHORITY 


he St. Lawrence Seaway Authority, 

a Canadian Crown Corporation, 

has managed the Canadian Seaway 
facilities since 1954. Since the water- 
way opened in 1959, it has operated 
and maintained 13 of the 15 locks and 
the connecting channels between the 
Port of Montreal and Lake Erie. The 
Seaway International Bridge Corpor- 
ation Ltd., The Jacques Cartier and 
Champlain Bridges Incorporated and 
the Thousand Islands Bridge also form 
part of the Authority’s responsibilities. 
In maintaining this important water 
transportation system, The St. 
Lawrence Seaway Authority (SLSA) 
makes a major contribution to Canada’s 
prosperity as well as to Canada’s com- 
petitiveness in the world economy. 


Our Operating Principles 


We are committed to providing iow 
cost excellence in transportation service 
to and from the heartland of North 
America for shippers from some 50 
countries around the world. Sometime 
ago, the Authority adopted a customer- 
centred focus for all corporate activi- 
ties. Customer satisfaction is now the 
driving force behind all aspects of 
Seaway business, from maintenance and 
facilities improvement to traffic man- 
agement, vessel information services, 
toll services, and our internal organiza- 
tional practices as well. 


In pursuing this course, the Authority 
recognizes that the future of the 
Seaway depends on satisfying customer 
needs for cost-effective and reliable ser- 
vice. Consulting with customers and 
partners, we continue to re-engineer 
the way we work to reflect our quality 
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service guidelines. Our service team 
approach to handling technical, admin- 
istrative and managerial functions, as 
well as the revised transit time stan- 

_ dards and improved vessel location sys- 
| tem have been well received by Seaway 
users. In 1997, in co-operation with 
U.S. authorities, we introduced an 
enhanced vessel inspection program 
that saves time for ships and has helped 
to substantially reduce accidents and 
damages. An internal performance 
measurement program, additional 
training, and a rewards and recognition 
program for staff help ensure that we 
continue to serve the Seaway’s users 
effectively as organizational improve- 
ments are implemented. 
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soon. 


The Authority remains committed to 
sustained improvement and consulta- 
tion with customers and partners. 
Seaway staff will continue to work with 
our American counterpart, the Saint 
Lawrence Seaway Development 
Corporation (SLSDC), carriers, and 
other marine partners to ensure that 
the Seaway continues to bring benefits 
to all. 


and is served by 15 major interna- 
tional ports and approximately 50 
regional ports. 


This is one of the world’s most valuable 
inland waterways, now nearing the end 
of its fourth decade of service. More 
than two billion tonnes of cargo, worth 
approximately $400 billion, have passed 
safely through the Seaway, carried by 
more than 255,000 vessels. Every 
10,000 tonnes of general cargo handled 
by a Great Lakes port brings more than 
half a million dollars in economic bene- 
fits to the local community. In Canada, 
this supports more than 17,000 direct 
and indirect jobs in transportation and 
in services to the Seaway and shipping 


One of the World’s Most 
Valuable Inland Waterways 


ihe Great lakes/ot lawrence 
Seaway System stretches over 
3,700 kilometres from the Gulf of 
St. Lawrence to Lake Superior, 
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lines. The cargo value 
transiting through the 
Seaway in 1997 is esti- 
mated at $6.7 billion. 


The St. Lawrence Seaway 
itself consists of a series 
of 15 locks and connect- 
ing channels that accom- 
modate vessels 225.5 
metres in length, 23.8 
metres in beam and 8 
metres in draft. As a ship 
travels west through the 
Seaway from the Port of 
Montreal, the locks even- 
tually lift it the height of 
a 60-storey building 
above the water level at 
Montreal. With the 
Authority’s careful atten- 
tion to maintenance and 
traffic management, the 
Seaway’s low accident 
record is admirable. 


Jointly operated by The 
St. Lawrence Seaway 
Authority in Canada and 
the Saint Lawrence 
Seaway Development 
Corporation in the 
United States, the Seaway 
moves commodities such 
as grain, iron ore, coal, 
steel, petroleum products, 
cement and forest prod- 
ucts to a catchment area 
larger than Western 
Europe, supporting 
almost a third of the 
North American popula- 
tion. 
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$67 billion. 
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he St. Lawrence Seaway Authority 

has proved once again that it 

thrives on change. In a year that 
brought new leadership and many 
operational and organizational initia- 
tives, we also handled a growing num- 
ber of vessel transits, with a cargo value 
of some $6.7 billion. 


My predecessor, Glendon Stewart, who 
retired last year, worked to create an 
organization that could cope equally 
well with the demands of its mandate 
and the demand for organizational 
transformation created by our competi- 
tive business environment. Thanks to 
his insistence on quality and customer 
service, an ideal that he and I have 
shared since I became a member of the 
Authority in 1995, we are in an excel- 
lent position to move into a period of 
accelerated change. 


Now that Bill C-9 (Canada Marine Act) 
has received Royal Assent, commercial- 
ization of the Seaway is imminent. My 
main focus since I was appointed 
President in August 1997 has been to 
ensure that the Authority is ready for a 
seamless transition to management by a 
not-for-profit corporation formed by 
Seaway users. Through my participa- 
tion in the discussions between 
‘Transport Canada and the Users 
Group, the Authority has had an 
opportunity to help shape our new 
identity, and a ten-year business plan is 
now in place. 


We have made great strides in the past 
year: a new management structure, a 
re-engineering plan and a fresh corpo- 
rate vision and priorities. Our goals for 
reduction of overhead will be met or 
exceeded by 1999, through staff attri- 
tion and a Departure Incentive 
Program. Further savings will be real- 


ized through more efficient mainte- 
nance planning and through our new 
information technology management 
system known as SAP, which will inte- 
grate our business functions into one 
database. 


If this makes the Authority sound like 
an organization where streamlining and 
efficiency are the order of the day, that 
is exactly the case. Keen competition 
from other modes of transport, particu- 
larly rail, is a growing threat to the 
Seaway’s ability to cover its costs. On 
the encouraging side, newbuilding and 
vessel conversion programs by some of 
the Seaway’s largest customers includ- 
ing Algoma Central Marine, Canada 
Steamship Lines, Fednav Limited, 
Polish Steamship Company and Upper 
Lakes Group, in addition to an increase 
in cruise ship traffic and the construc- 
tion of a new grain terminal in 
Hamilton, are votes of confidence in 
our future. The bottom line is that 
market forces require the Seaway to 
move quickly to maintain its competi- 
tiveness by reducing costs as much as 
possible. The creative challenge lies in 
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accomplishing this while at the same 
time improving service for our clients. 


The Authority focus in recent years 
on quality service, combined with an 
organizational culture that increasingly 
emphasizes teamwork, empowerment 
and employee initiative is paying off by 
helping us meet that challenge. Also of 
value are the productive relationships 
we have developed with other agencies 
involved in the Seaway as we work 
together to consolidate efforts to better 
serve our customers. One example of 
this co-operation is our new Traffic 
Management System, developed in 
conjunction with the Saint Lawrence 
Seaway Development Corporation and 
the Canadian Coast Guard. This sys- 
tem will create a single-desk service 
and eliminate duplication while provid- 
ing more information and increased 
accessibility, both to the agencies and 
to Seaway users. Also, our new joint 
Canadian-U.S. inspection process for 
foreign vessels saves time for customers 
and dollars for us, and has already paid 
off in fewer accidents and losses. The 
lesson is clear: when carried out with a 
practical eye to customer and organiza- 
tional needs, exercises in cost-cutting 
can improve service dramatically. 


I would like to take this opportunity to 
thank the Seaway’s employees for their 
stellar performance in coping with the 
stresses of commercialization and 
ongoing organizational change while 
continuing with our Quality Service 
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Initiative and carrying out the demand- 
ing tasks of Seaway operation. Progress 
on all initiatives is on track: the 
Measurement and Key Indicators Team 
has completed its mandate and further 
refinements to the system are being 
carried out, improvements have been 
made to the maintenance planning and 
delivery function, more efficient tolls 
services are pending installation of our 
integrated information technology 
management system (SAP), and the 
Service ‘Teams continue to assume 
additional autonomy and responsibili- 
wes: 


Over the past year, we have improved 
our communication with employees 
and have developed a partnership with 
our Union and excluded employees 
that will result in more synergistic 
working relationships. Phase I of our 
Quality Service Initiative has com- 
menced, and we are looking into a new 
job evaluation and global compensation 
plan in line with the corporate re-engi- 
neering that will create the new not- 
for-profit entity. It has been an 
interesting and challenging year for the 
Authority, and 1998 promises to be 
more so. This is our opportunity to 
transform the Authority into a market 
player equipped to compete head-on in 
today’s and tomorrow’s markets, and we 
are determined to take advantage of it. 


towards 
IMPrOVINg 

our OWN 
compefitive 
position, 
through cost- 
efficiency and 
better service 
for customers. 


Business Environment and 


STRATEGIC ISSUES 


KEYNOTE: COMPETITION 


he St. Lawrence Seaway Authority 

operates in an increasingly compet- 

itive and challenging business envi- 
ronment. Over the past decade, the 
private sector has led the way with cost 
reductions to survive the more competi- 
tive marketplace of the 80s and 90s. The 
free trade economy, global markets, and 
technological progress have transformed 
transportation business. It is the era of 
“lean” competitors, and to remain com- 
petitive, the Seaway must continue to 
follow the trend of innovation, stream- 
lining and improved customer service. 


While the market outlook for com- 
modity movements continues to be 
promising, the greatest threat to the 
Seaway system is from competing 
modes of transportation. Transport 
operators as a group are re-inventing 
the way they do business; with 
alliances, acquisitions, capital invest- 
ments and new technology, they are 
changing market rules and performance 
standards to make their services more 
accessible and more profitable for cus- 
tomers to use. The spreading use of 
intermodal transportation in North 
America encourages co-operation 
among modes, but also favours compe- 
tition among transport operators. 


Emerging as a growing threat to the 
attractiveness of the Seaway are com- 
petitors like Canadian National 
Railway Co. Privatization and deregu- 
lation have opened the way to greater 
operating efficiency for railways, and 
allowed them to set more competitive 
prices. Since privatization, CN has 
reduced costs, downsized its labour 
force by more than a third, and flat- 
tened its organization by eliminating 


seven levels of management. Their 
corporate culture has shifted solidly to 
focusing on customer service and the 
bottom line. Through acquisitions and 
alliances, they have extended their 
reach to the U.S. east and southeast, 
and down to the Gulf of Mexico. In 
consequence, revenue per employee has 
improved by 42% since 1992. 


The implications for the Seaway are 
clear: if we want to be considered an 
attractive transportation solution, we 
must work aggressively towards 
improving our own competitive posi- 
tion, through cost-efficiency and better 
service for customers. 


Potential obstacles 


Maintaining a competitive position for 
the Seaway will be a challenge. We 
operate in a complex environment 
influenced by the North American and 
world economies, government policies 
and the changing needs of transporta- 


\, Business Environment and 


STRATEGIC ISSUES 


tion users. We must work with the 12 
other agencies involved in Seaway 
operations: Canadian and American 
transport and agriculture departments, 
coast guards, customs, pilotage authori- 
ties, and, of course, our U.S. counter- 
part, the Saint Lawrence Seaway 
Development Corporation. 
Streamlining and consolidating the 
operations of these agencies will help, 
and we continue to co-operate in seek- 
ing more ways to lower system costs 
and reduce delays due to regulatory 
overlap. 


More difficult to manage may be the 
effects of the Canadian government’s 
cost recovery policies. The new 
Canadian Coast Guard marine services 
and ice-breaking fees, the Great Lakes 
Response Corporation of Canada bulk 
oil cargo fee, the sale of government- 
owned hopper cars, and proposed 
changes to the Pilotage Act will all 
increase costs for Seaway users. The 
combination of competition from alter- 
native modes and the costs of these ini- 
tiatives may divert millions of tonnes of 
cargo away from the Seaway. 


The Authority is also following the 
progress of the Grain Handling and 
Transportation Review, which is look- 
ing at competition factors, rate scales, 
and legislative provisions within the 
Canadian grain transportation system. 
The impact of the Canadian Wheat 
Board’s pooling changes, the subsidiza- 
tion of rail with preferential pricing for 
west coast grain delivery and the poten- 
tial use by new owners of government 
hopper cars east of Thunder Bay, in 
direct competition with the Seaway, are 
areas of great concern to the Seaway. 
There is also a need to extend to SLSA 
the confidential contract provisions 
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currently available to rail, and to rein- 
state provisions for public interest 
appeal mechanisms to counteract non- 
compensatory rates and predatory pric- 
ing. The outcome of the grain review 
process could have a significant impact 
on the ability of the Seaway to compete 
with rail for grain transportation. 


STRATEGY: 
COMMERCIALIZATION 


In the last few years, The St. Lawrence 
Seaway Authority has already accom- 
plished much to improve the competi- 
tiveness through initiatives such as 
cost-cutting measures, staff reductions, 
and quality service, to mention only a 
few. The Canadian government has felt 
for some time, however, that only com- 
mercialization, in the form of transfer- 
ring control of operations to Seaway 
users, will promote the commercial dis- 
cipline and performance the Seaway 
needs to retain and improve its current 
position. Enabling legislation was 
introduced in the House of Commons 
during the 35 th Parliament, but did not 
pass before the general election was 
called in April 1997. 


The Canada Marine Act 


In October 1997, the Minister of 
Transport re-introduced the legislation, 
Bill C-9 (Canada Marine Act). The Bill 
passed third reading in the House of 
Commons on December 9, 1997 and 
received Royal Assent on June 11, 1998. 
The Act gives the Minister of 
Transport the authority to enter into a 
long-term management agreement with 
a user consortium to operate the 
Seaway as a not-for-profit corporation. 
Implementation is expected sometime 
1111098: 


NEW 
ORGANIZATIONAL 
PRIORITIES 


. neering. recommenda- 


tions submitted by a 
consulting firm; 
develop a partnership 
with our employees: 
implement a new inte- 
grated information 
technology manage- 
ment system; 

create a single-desk 
traffic control centre: 
implement Phase I! of 
the Quality Service 
Initiative; and 
develop a new job 
evaluation and global 
compensation plan. 
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Objectives and Achievements 


Transit Tone Standards 


° Seaway staff monitored transit times and 


analyzed data on vessel delays during the 
1997 season, identified areas for 


e We aim to handle 90% of tran- 
sits within the standard time plus 
two hours by the 2001 naviga- 

tion season; in 1997, 74% of 

transits in the Montreal/Lake 

Ontario section and 80% of 

transits in the Welland Canal fell 
within these parameters. 


Service Teams 


¢ Progress continued in establishing and 
training semi-autonomous service teams. 
With minimum supervision, these teams 
now carry out independently tasks earlier 
performed by management, in addition to 
direct delivery of operation and mainte- 
nance services in both sections of the 
Seaway. 
Work planning and scheduling activities 
have been transferred to the teams in 
both sections; transfer of the manage- 
ment of customer interface is well under 
way. Training and development of tools 
will begin in 1998 for the transfer of 
administrative procedures and managing 
indicators to the teams. 


Performance Indicators 


The Measurement and Key Indicators 
Implementation Team completed its work; 
all indicators have been developed or 
brought on-line with the exception of 
process effectiveness and human resources 
indicators, which are dependent on work 
being carried out by other teams. More 
than 450 staff members received training 
in the use of the system during the winter 
shut-down period. 


Use of indicators to measure customer 
satisfaction began. 


The measurement system will continue to 
evolve, under the guidance of a “keeper” 
of the system, who will develop or inte- 


improvement, and set goals for 1998. 


grate new indicators as the need arises, 
continue staff training and help ensure 
that the indicator review process works 
effectively as a daily management tool. 


+ A new team has been formed to design 
and implement Level 4 (the front line 
indicator level) performance measures. 


Quality Improvement Teams 


© Traffic Control Process Improvement: the 
SLSDC has agreed to participate in the 
new traffic control system recommended 
by the team, which involves co-operation 
also with the Canadian Coast Guard; 
implementation of Phase I of the project 
took place at the start of the 1998 season 
at all three Traffic Control Centres. Over 
the next two years, the separate traffic 
management systems in Maisonneuve and 
Niagara will be replaced with a single 
integrated system. 


+ Maintenance Planning and Delivery: the 
team optimized all the sub-processes 
within the planning, scheduling, follow- 
up, history, and analysis activities, and 
established corporate specifications for 
maintenance planning and delivery based 
on process user requirements. Among 
their innovations is a priority criteria 
model that applies to all jobs across the 
Authority; the team also selected a com- 
puterized maintenance system. 


Tolls Services Implementation: the process 
improvements recommended last year by 
the Tolls and Statistics Improvement 
‘Team that do not require automation 
services have been implemented. 


+ Management Process Implementation: to 


help the Service Teams at all levels 
become semi-autonomous, a sub-team 
created a management process for the 
Inter-Regional Implementation ‘Team, 
revising the management structure in 
both regions and identifying areas to be 
managed for each level of performance 
indicators. Service Teams are now review- 
ing their performance measurement indi- 
cators through regular meetings, with 
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© À Communications Effectiveness Proje Team . 
examined communications problems _ 
identified by the 1996 Hay cpl 
Satisfaction/Opinion Survey, recommended | 
solutions, and obtained approval to proceed 
with an action plan to improve staff under- < 
standing of corporate direction. 


Safe and Reliable Infrastructure 


¢ The Infrastructure Management Support 
System was used to set priorities for capi- 
tal and major maintenance projects for 
1998 and the five-year planning period. 
Asset renewal expenditures were kept at 
1997 levels. 


+ Over $24 million was invested in lock and 
channel rehabilitation work to improve 
the efficiency of the Seaway. 


Enhanced Seaway Inspection 

Program 

+ A joint Canada/U.S. vessel inspection 
program based in Montreal now replaces 
the previous dual inspections, reducing 
transit times for foreign vessels and 
agency costs. 


+ Additional elements were added to the 
inspection process, bringing a reduction 
of 44% in the number of accidents and 
66% in the cost of damages t to vessels 
the past year. 2 


+ The Marine Services Section ee [ 
9002 certification, which will be 


À voluntary Departure Incentive 
Program, together with attri- 
tion, is expected to reduce 
the Authority’s establish- 
ment by 119 employees 
(17% of the March 1997 
staff) by the end of March 
1290 


Use of the Infrastructure 
Management Support System 
led to a readjustment of priorities 
and rehabilitation strategies and 
contributed to reducing the five-year 

asset renewal budget by some $18 million 
and kept 1997 costs at 1996 levels. 

Bridge 10 on the Welland Canal was dis- 
mantled before the 1998 season began, 
with resulting savings on maintenance 
and greater ease of navigation. 


Virtually all performance indicators were 
in place in 1997 to help the Authority 
better manage costs. 


The Authority generated $13.4 million 
in cash from operations. 


Tolls remained at the 1996 
level, due to the non-ratifica- 
tion of a 1997 agreement for 
a 2.5% increase. 


An agreement was signed 
with the St. Catharines 
Hydro-Electric Commission 
to operate the Authority’s 
power station, assuring the 
Authority clean and reliable 
power for Welland Canal opera- 
tions. 


Revenue from licenses, primarily for the 
supply of water to hydro-electric plants 
and industries along the canal generated 
$7.3 million. 

Promotional activities were carried out to 
increase the Seaway’s market share. 

The Authority used performance indica- 
tors to monitor competitiveness and rev- 
enue generation; a study began to update 
the competitiveness indicator and identify 
opportunities and threats. 
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CORPORATE 
RE-ENGINEERING 


he transition to management by a 

not-for-profit corporation has 

emerged as the Authority first 
organizational priority in the past year, 
and much of our internal organization- 
al development effort has been directed 
toward preparing for a seamless 
changeover. À new management struc- 
ture was created to enhance the 
Authority ability to deal with current 
management challenges and the move 
to commercialization. It consists of the 
Authority, a Strategic Committee, 
which replaces the former Executive 
Committee, and a Corporate 
Management Team, which replaces the 
former Corporate Quality Council. 
While the Authority makes final deci- 
sions on corporate issues, the Strategic 
Committee recommends priorities and 
strategic directions and the Corporate 
Management ‘Team is the executive 
arm, responsible for achieving the cor- 
porate objectives. 


Further changes in the corporate struc- 
ture will be implemented in 1998. The 
Authority hired the management con- 
sulting firm of Raymond Chabot 
Martin Paré to identify the most suit- 
able operating and management struc- 
ture for the not-for-profit corporation 
which is soon expected to be managing 
the Canadian portion of the Seaway 
system. Their final report, submitted to 
the Authority at the end of 1997, pro- 
posed a cost-effective solution which 
has been examined for feasibility by 
four teams of Authority employees, 
with the collaboration of one member 
of the Users Group. The teams dealt 
with financial, administrative, human 
resources, engineering and traffic issues 
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arising from the report, and made re- 
commendations which are currently 
being incorporated into the implemen- 
tation process. 


PHASE Il: 
QUALITY SERVICE INITIATIVE 


The Authority’s first 18-month quality 
service implementation plan was com- 
pleted in July 1997. The results were 
evaluated and a second plan prepared, 
with improvements derived from quali- 
ty service audits, expressed customer 
needs, consultations with the 
Authority’s Local Quality Councils, 
service team representatives, facilitators 
and improvement teams, the perfor- 
mance measurement system, the 
employee satisfaction survey, and other 
data sources. 


The Quality Service Initiative has 
become one of the forces driving the 
organization to focus on addressing cus- 
tomer needs while reducing costs. The 
essence of the new plan, slated to run 
through December 1998, centres on 
service teams, employee development 
and empowerment, process improve- 
ments, measurement, communication, 
standardization of customer services, 
and introduction of new technology. 
‘Two major projects have already been 
launched: a sub-team mandated to cre- 
ate a management process for the Inter- 
Regional Implementation Team that is 
helping Service ‘Teams at all levels 
become semi-autonomous; and a new 
Measurement and Key Indicators Team 
to design and implement performance 
measures for Service Teams (Level 4 
indicators). 


Although the new management 
process, based on regular reviews of 
performance measurement indicators, 


is initially intended to support the 
development of the semi-autonomous 
Service Teams, it will eventually change 
the management philosophy of the 
entire organization. By increasing 
employee involvement and autonomy 
through self-directed performance 
follow-up at all levels of the Authority, 
the new management process will con- 
tribute to optimizing the potential of 
all employees and encouraging team- 
work and initiative. 


NEW INTEGRATED 
INFORMATION 
TECHNOLOGY 
MANAGEMENT SYSTEM 


The Authority has purchased an inte- 
grated information technology manage- 
ment system called SAP that will be 
implemented in 1998, in parallel with 
the re-engineering initiatives. This new 
tool integrates all business functions 
into one database and will provide 
employees with better tools to achieve 
the re-engineering recommendations, 
while maintaining or improving our 
service to customers through the use of 
technology. Transition to the new 
system will include additional training 
for employees. 


HUMAN RESOURCES 
MANAGEMENT ISSUES 


In the past year, the Authority met with 
our unions to assess our common needs 
and reach an agreement that would be 
beneficial to both parties. That objec- 
tive was reached with the signing of a 
new two-year collective agreement in 
December 1997, ratified by the majori- 
ty of our operational and maintenance 
workers. Dialogue is continuing with 
the aim of developing a partnership 
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among management, unions and 
excluded employees. Our goal is to 
develop a shared understanding of 
mutual needs, and a means to work 
together proactively, with each partner 
able to clarify expectations and agree 
on mechanisms to manage the partner- 


ship. 


In co-operation with union representa- 
tives, the Authority has put in place a 
voluntary Departure Incentive 
Program. This program has been well- 
received by employees, and, together 
with normal attrition, will have reduced 
our staff establishment by 119 employ- 
ees, or 17% of the current workforce, 
by the end of March 1999. In addition 
to slightly exceeding the previous tar- 
get for staff reductions, this program 
will meet almost all the requirements of 
the re-engineering plan. 


The Authority is also working on a new 
job evaluation and global compensation 
plan in line with the re-engineering of 
the organization. 


: co 
partnerships’ 
da / 


AR 8 
- employees. 


ew management 


97. This process deals 
f management taslss, 


of the organization and is 
e indicators. 


d coaches, and a 
e personal develop- 


roughout the Authority. 


CUSTOMER SERVICE 


IMPROVED TRAFFIC 
MANAGEMENT 


n January 20, 1998, a milestone 

in the development of a new 

traffic management system was 
reached with the completion of a user 
requirements document that defines the 
parameters of the new system. The 
‘Traffic Management Improvement 
Project Team has been working since 
February 1997 on the development of a 
system that will include: 


* computerized transit information 
accessible to internal and external 
users; 


° an upgraded, reliable traffic man- 
agement system in which vessel 
information needs to be entered 
only once; 


¢ scheduling and monitoring capabil- 
ities which allow modifications to 
help ensure vessel transit times 
remain within standard; and 


* automated information exchanges 
with agencies such as the Canadian 
Coast Guard and SLSDC to pro- 
vide a single-desk service to cus- 
tomers. 


The user requirements will be translat- 
ed by technical teams into cost-effec- 

tive information technology solutions. 
We will be using the Canadian Coast 

Guard’s INNAV system as the basis for 
our own software, with the result that 
the Coast Guard, SLSDC and SLSA 

will all be using the same system and 

database. 


The work is being done in co-opera- 
tion with user teams and the Saint 
Lawrence Seaway Development 
Corporation, and will integrate their 
requirements in addition to those of 
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the Authority. A joint SLSDC and 
SLSA contract to develop an automatic 
identification system for obtaining ves- 
sel position has been tendered and the 
Volpe Transportation Centre has begun 
work. ‘Testing of the complete traffic 
control system is scheduled for late 
1998, and full operation will begin on 
both the Canadian and the American 
sides of the Seaway at the start of the 
1999 navigation season. 


SERVICE TEAMS 


Since 1996, implementation of the ser- 
vice team concept has been accompa- 
nied by a self-management training 
program delivered by employees work- 
ing in the regions. The first three train- 
ing modules (Introduction and 
Commitment, Managing My Effort, and 
Communication: My Power) have been 
completed in both the Niagara and 
Maisonneuve Regions, and the fourth 
module began during the 1998 winter 
briefings. Entitled Team Chemistry, this 
training module focuses on understand- 
ing team dynamics and improving team- 
work skills, the next step toward more 
autonomous service team operations. 


Following the successful completion of 
the first training modules, the work 
planning and scheduling activity was 
transferred to service team control in 
both regions. Transfer of the second 
work activity, management of customer 
interface when locking a vessel, is in 
various stages of completion. Currently, 
administrative activities are being 
reviewed to determine which of them 
can effectively be targeted for transfer. 


An inter-regional committee has devel- 
oped a team profile outlining the char- 
acteristics and responsibilities of 
semi-autonomous service teams. The 


profile was reviewed with Union repre- 
sentatives and will serve as a guide for 
the transfer of additional activities to 
the teams. The profile is currently 
being studied by all the service teams 
during their management process 
meetings. 


TRANSIT TIME STANDARDS 


During 1997, improvements suggested 
by users were made to transit time and 
delay indicators. Three new delay 
codes were added for better analysis of 
the results 


‘Transit time standards established with 
the concurrence of our customers were 
implemented and monitored during the 
1997 season. The results, along with 
data on vessel delays were analyzed and 
areas for improvement were identified. 
The goals for the 1998 navigation sea- 
son were based on improvements that 
are within the Authority’s control. 
Significant factors outside the 
Authority’s control, many of them 
determined by the vessels, also influ- 
ence transit times. Users have request- 
ed that the present standards remain in 
place, and there are currently no com- 
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within standard +2 hours to 90%. In 
1997, 74% of vessels achieved this tar- 
get in the Montreal/Lake Ontario sec- 
tion, and 80% achieved it on the 
Welland Canal. In the MLO section, 
92% of vessels were within standard +4 
hours, and on the Welland Canal, 93% 
of vessels achieved this transit time. 


standard +2 
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MAINTENANCE PLANNING 
AND DELIVERY 


The Maintenance Planning and Delivery 
Business Improvement ‘Team participated 
in the selection of SAP as the Authority 
new integrated software package, in 
addition to investigating additional com- 
puterized maintenance management 
software (CMMS) systems. It based its 
evaluation of these systems on new com- 
pany-wide specifications for a mainte- 
nance planning and delivery system 
based on process user requirements. 


The team has also developed a strategy 
for the implementation of specific 
improvements to maintenance process- 
es that are not dependent on a new 
CMMS. The strategy is based on opti- 
mizing all sub-processes identified 
within the planning, scheduling, 
follow-up, history and analysis process- 
es. One important and innovative com- 
ponent is a model that applies a 
common priority rating system to all 
maintenance jobs across the Authority. 
Improvements with an information 
technology component will be imple- 
mented when the integrated SAP sys- 
tem is functioning. 


TOLLS SERVICES 
IMPLEMENTATION 


This team is working on process 
improvements that involve both infor- 
mation technology issues in addition to 
policies and procedures. Matters involv- 
ing computerized systems will be 
resolved when the integrated SAP sys- 
tem is in place. Several non-IT changes 
that improve customer service have been 
implemented; among them, the posting 
of the Pre-Clearance and Transit 
Declaration forms on the Seaway’s inter- 
net web page. 
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PERFORMANCE 
MEASUREMENT 


Although the Measurement and Key 
Indicator Implementation ‘Team 
(MAKIIT) completed its mandate in 
October 1997, the performance mea- 
surement system continues to evolve and 
will be integrated into the Authority's 
management process. Other initiatives 
include: training users, improving the 
indicator review process, and overseeing 
the development of indicators for the 
Service ‘Teams. 


These indicators are the fourth and 
final level to be incorporated into the 
system, and are being prepared by an 
inter-regional team, which completed 
employee consultations at the end of 
March 1998. The indicators are now 
being programmed and will gradually 
be implemented during the summer and 
early fall, if the progress of the SAP 
integrated information technology 
management system permits. 


Of the original MAKIIT mandate, 22 
performance measurement indicators 
have been developed and brought online. 
Remaining to be completed are the 
Process Effectiveness and Human 
Resources indicators. ‘The Process 
Effectiveness indicators will show the 
effectiveness of key Authority processes as 
a single index at each level, based on mea- 
sures developed by Business Improvement 
Teams. The methodology to consolidate 
these measures into a single index has 
been developed by MAKIIT, as well as a 
guide to assist in the design of future 
process measures. Once the methodology 
and guide are approved by the Corporate 
Management Team, the first index will be 
put on-line, based on the measures so far 
developed by three corporate Business 
Improvement ‘leams. 


Some 450 employees have already 
received briefings and training on the 
use of the measurement system, and 
reviews based on performance indica- 
tors are gradually being integrated into 
the daily management of the organiza- 
tion at all levels. 


CATIONS 
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The Hay Employee Satisfaction Survey | | 


conducted in 1996 identified a number 
of problem areas in the Authority’s com- 
munication with employees. 
Accordingly, a Communications 
Effectiveness Project Team was assem- 
bled to review the survey results and to 
recommend action. They reported to 
the Corporate Quality Council in 
January 1998 with 12 major targets for 
improvement of downward, upward and 
inter-regional communication, after ver- 
ifying their findings through a short sur- 
vey of 150 randomly-chosen employees. 


Most of the team’s recommendations 
have been approved, and implementa- 
tion has begun with briefing sessions 
for management teams and employees. 
The President and Vice-Presidents 
have already participated in question- 
and-answer sessions with staff; between 
these sessions, effective and frequent 
communication with staff will take 
place through a new Intranet system 
and a corporate newsletter. A planned 
second Hay Employee Satisfaction 
Survey will measure the impact of the 
improved communications techniques. 


The employee Rewards and 
Recognition Program continued for the 
second year, with a refresher training 


1997/98 MAINTENANCE- 


$24 MILLION 


In addition to routine upkeep and winter overhaul of 
lock structures and other installations, some major 
improvements were carried ouf this year; other work 
was affected by dramatic local weather conditions. 


Montreal/Lake Ontario section 


The ice storm of January 1998 had considerable 
impact on maintenance work in this section. 
Immediate repairs were needed following storm 
damage to the bank lighting in the South Shore 
Canal, and work to finish these repairs continued into 
the 1998 navigation season. Because major power 
lines to Montreal were down during and after fhe 
storm, the two generating stations on the South 
Shore Canal were working af full capacity, and the 
water level between the St. Lambert and Cote Ste. 
Catherine locks had to be increased. As a result, a 
contract for dyke rehabilitation has been delayed. 
Work carried out included: 


e¢ rehabilitation of miter gate blocks af gate 
quoins, Côte Ste. Catherine Lock; 


e¢ rehabilitation of stop log recesses, Upper 
Beauharnois Lock; and 


° addition of a multiple beam echo sounder 
for channel sweeping. 


Welland Canal 


Work was unaffected by weather conditions and 
included: 


e removal of Bridge 10; 


e rehabilitation of the floating wedge above 
Lock 8; 


e painting and rehabilitation of six lock gates; 
° new control system for Bridge 19, Lock 8; 
¢ rehabilitation of Lock 8 unwatering pumps; and 


e rehabilitation of lock valves, counterweight 
systems, and intake structures at a number of 
locks and weirs. 
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course for managers, co-ordinators and 
supervisors at the end of 1997. The 
program has evolved in response to 
employee feedback and focus group 
evaluation; the Thank You component 
has been modified, and increasing 
emphasis has been placed on day-to- 
day recognition of employees who per- 
form successfully. Employees who went 
beyond the call of duty with contribu- 
tions to selected work practices (includ- 
ing 10 teams) received 68 Thank 
You-grams between October 1997 and 
January 1998, evenly distributed among 
the two Regions and Cornwall/Ottawa. 
The majority (72%) were for exem- 
plary commitment to teamwork and 
the organization. From June 1996 to 
June 1997, a total of 342 Thank You- 
grams were sent, including 37 to teams. 
In that year, 51% rewarded commit- 
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ment to teamwork, while 29% went to 
employees who increased customer 
satisfaction in some way. 


In a follow-up survey of 96 recipients 
of Thank You-grams during 1997, 46 
rated the program as “excellent”, and 
42 rated it as “good”. Only one rated it 
as “poor”. 


Contributions to targeted work practices 
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n 1997/98, the Authority had a net 

income of $2.7 million; but extraor- 

dinary items reduced this to a net 
loss of $3.8 million. Although in 1997 
vessel transits increased to 2,809 on 
the Montreal/Lake Ontario section 
and 3,384 on the Welland Canal, cargo 
volumes declined slightly from 1996, 
due to decreases in steel, iron ore, and 
other bulk movements. Higher 
Canadian grain traffic and coal ship- 
ments to Lake Ontario helped main- 
tain 1997 combined Seaway traffic at a 
level close to 1996 results. Total ship- 
ments amounted to 48.95 million 
tonnes, a decrease of 2% from the 
49.94 million tonnes carried in 1996. 
North American demand for steel 
products remained strong, though not 
as high as in 1996. There was heavy 
Canadian grain traffic, and overall eco- 
nomic conditions continued to be 
favourable. The value of cargoes tran- 
siting the Seaway in 1997 is estimated 
at $6.7 billion. 


TOLLS & FEES 
In 1997/98, 84% of the Authority’s 


income was derived from tolls, which 
have been frozen for the past five years. 
In June 1997, the Authority and the 
Saint Lawrence Seaway Development 
Corporation reached a draft agreement 
on a 2.5% toll and vessel charge 
increase and modifications to the 
Welland Canal lockage fees. However, 
the Canadian and American govern- 
ments never ratified the proposed 
agreement and, as a result, the 1996 
Tariff of Tolls remained in effect. 


Both entities resumed negotiations at 
the beginning of 1998 to draft a new 
toll agreement. Despite repeated 
efforts, no new agreement was reached 


with the SLSDC, nor have further dis- 
cussions between Transport Canada 
and the U.S. Department of 
‘Transportation been successful. On 
April 18, 1998, the Canadian govern- 
ment repealed the original Cabinet 
Order that established the Canadian 
toll structure in 1959, ending the 
requirement for U.S. agreement to 
revise the tolls on the Canadian section 
of the Seaway. 


A decision was then made to proceed 
with a 2% toll increase for the 
Canadian section. This increase will 
have minimal impact on total trans- 
portation costs, yet it will ensure that 
inflation will not erode the revenue 
that funds the capital expenditures that 
keep the Seaway safe and reliable. The 
new tolls and vessel charges came into 
effect June 1, 1998, in accordance with 
a notice published in Part 1 of the 
Canada Gazette dated April 25. 


Canadian pilotage fees remained at 
1996 levels for the 1997 navigation sea- 
son. In support of the Seaway’s efforts 
to encourage increased cargo volumes, 
the Great Lakes Pilotage Authority, 
Ltd. has frozen fees four times in the 
last five years, helping to reduce opera- 
tional costs for Seaway users. 


POWER PARTNERSHIP 


In May 1997, the St. Catharines 
Hydro-Electric Commission and The 
St. Lawrence Seaway Authority signed 
a 30-year lease agreement, under which 
the Commission will operate the 
Authority’s generating station, located 
near Lock 4 on the Welland Canal. 
The lease arrangement went into effect 
in the fall of 1997. This partnership 
enables the Authority to focus on its 
core business, the passage of ships, 
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e Traffic on the Welland Canal decreased by ©. 6% | 
from 1996, to 40.9 million tonnes. 

e A bountiful 1996 crop combined with severe 
weather conditions that prevented the usual win- 
ter rail movements, increased Canadian grain 
traffic by 39.5% to 8.88 million tonnes on the 
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while ensuring clean, reliable and unin- 
terrupted power for the operation of 
structures, locks, bridges, communica- 
tions equipment, and the light system 
along the canal, at a lower cost than 
previously. 


PROMOTIONAL ACTIVITIES 


To attract new cargoes and ships and to 
promote greater use of the Seaway, 
Authority staff participated in a variety 
of trade missions, conferences and 
exhibitions, as well as visiting cus- 
tomers to encourage them to maintain 
or increase their use of the system. 


Event & Location 
Target Shippers & Carriers 


Mississippi Valley Coal Conference 

(New Orleans) 

= Coal, U.S. rail companies 

American Institute for International 

Steel (New York) 

= Major North American steel 
customers and traders 

Iron Ore Conference (Port of Spain, 

Trinidad) 

= Iron ore, Direct Reduced Iron 
and shipowners 

Grain meetings (Thunder Bay, 

Minneapolis) 

= Canadian and U.S. grain shippers 
and brokers 

Seaway Day (Calgary) 

= Grain 

Seatrade (Miami) 

= Cruise operators, commercial 
carriers 

Marine Club (Toronto) 

= Shippers/receivers 

Canada Grain Council meetings 

(Ottawa, Winnipeg) 

= Grain 


SLSDC marketing meeting (Chicago) 
= U.S. port representatives, 
shippers and receivers 


Port of Valleyfield Day (Valleyfield) 
= Salt, liquid bulk carriers/shippers 


Customer visits (Montreal) 
= Carriers/shippers/agents 


OPTIMIZING REVENUES 


The Authority continued its land man- 
agement program to increase revenues. 
No land was sold during 1997/98, but 
revenues from licenses generated 

$7.3 million, primarily for the supply of 
water to hydro-electric plants and 
industries located along the canal. 


~ MLO section, and by 36.1% to 8.97 million 
tonnes on the Welland Canal. 
_ Although a more moderate U.S. harvest con- 


tributed to a 22.7% decrease in American grain, 
total grain traffic increased by 9.6% on the MLO 
section, and by 7.8% on the Welland Canal. 


Coal movements grew by 5.2% to 534,507 
tonnes on the MLO section, and by 2.4% to 4.6 
million tonnes on the Welland Canal. This 
increase was partly due fo greater demand from 
Ontario Hydro after the closure of some nuclear 
power stations. 


lron ore traffic decreased overall, due fo a shift in 
traffic patterns and fewer shipments fo Hamilton 
and U.S. mills in the Great Lakes area. 
Movements went down by 12.7% on the MLO 
section to 10.12 million tonnes, and by 1.2% on 
the Welland Canal, to 7.88 million tonnes. 


Other bulk shipments decreased on the MLO sec- 
tion by 1.6% to 7.64 million tonnes and by 
4.7% to 10.61 million tonnes on the Welland 
Canal. There were fewer movements of coke, 
stone, salt, ores and concentrates and chemicals, 
partly offset by increases in shipments of cement 
and clinkers, potash, and scrap metal. 


General cargo traffic registered a decrease of 
13.2% to 5.11 million tonnes on the MLO section 
and 15.1% to 4.07 million tonnes on the 
Welland Canal. Fewer slab imports to both 
Hamilton and the U.S. were mainly responsible 
for the decrease: on both sections, upbound 
movements of slab were down by more than 
40%, and steel traffic on the Welland Canal was 
down by 10.2%. 
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CRUISE SHIPS 


scheduled for 1998, 
and a sister ship is on 


_ order, to begin cruis- 


ing the Great Lakes 
for a full summer sea- 
son in 1999. 
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he St. Lawrence Seaway 

Authority costs fall into four 

main categories: wages and 
salaries, capital expenditures, mainte- 
nance expenses and other expenses. 
Strategies are in place to decrease and 
better manage the costs associated with 
all four categories. 


WAGES AND SALARIES 


In the past year, the Authority has 
adopted a new approach to rationaliz- 
ing its organization, by putting in place 
a voluntary Departure Incentive 
Program, developed in co-operation 
with our Union. Between natural attri- 
tion and employees who opt to take the 
voluntary departure incentive, 119 
employees (over 17% of our current 
workforce) are expected to leave the 
Authority employment by the end of 
March 1999. The Authority will then 
have 597 employees, bettering the tar- 
get staff level of 600 set in the Vision 
2002 plan. Our workforce has already 
decreased by 42% since 1990. 


The SLSA has also identified as a pri- 
ority, in line with the re-engineering of 
the organization, the development and 
implementation of a new job evaluation 
and global compensation plan that will 
recognize the new commercial environ- 
ment introduced by the Authority. 


IN SEARCH OF 
COST-EFFECTIVENESS 


‘To move towards greater cost- 
effectiveness, we are now implementing 
an integrated information technology 
management system. With the assis- 
tance of a consulting firm, the Authority 
evaluated and compared various inte- 
grated business packages and some inde- 
pendent solutions for maintenance 


planning. As the best solution, the 
Authority has purchased an integrated 
package called SAP, which will be put to 
use in conjunction with the initiatives 
identified in the re-engineering report. 


Infrastructure 

Management System 

Improving the planning of capital and 
major restoration projects through the 
Infrastructure Management Support 
System (IMSS) and the systematic mea- 
surement of performance through spe- 
cific indicators is also helping the 
Authority manage its costs more effec- 
tively. The IMSS is a remedial pro- 
gramming process that has two main 
functions: making long-term cost pro- 
jections and setting project priorities, 
by accurately assessing risks of deferral 
as opposed to benefits of carrying out 
capital and major restoration projects. 
Use of the IMSS led to a readjustment 
in the priorities and rehabilitation 
strategies of some programs in 1997 
and contributed to a reduction of some 
$18 million in the asset renewal plan 
over the next five-year period. Asset 
renewal costs this year were maintained 
at the 1996/97 level. Our goal is to 
achieve a complete two-year asset 
renewal plan by the year 2000, improv- 
ing on the current one-year plan. 


Non-navigational Structures 


The Authority will continue to seek 
ways to relieve itself of responsibility 
for non-navigational structures. Bridge 
10 on the Welland Canal was perma- 
nently raised during the 1997 naviga- 
tion season and dismantled in January 
1998, as a result of a three-way agree- 
ment among the Authority, Canadian 
National Railway Co., and the City of 
Port Colborne. Its removal, together 
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with last year’s removal of Bridge 20, 
will further ease navigation on the 
canal as well as reduce our maintenance 


budget. 
The Co-operative Approach 


Finally, we will continue to work with 
industry and our many marine partners 
to seek ways to reduce total system 
costs and improve the Seaway’s com- 
petitive position. Better integration of 
the services provided by the various 
agencies involved would help reduce 
overall costs by eliminating duplication; 
an excellent example of how this can 
work is the joint Canada-U.S. vessel 
inspection process. 


A LOOK AT NEXT YEAR 


Commercialization 


During the next year, our first priority 
will be to proceed with the commercial- 
ization of the Seaway, a critical step in 
assuring its future viability. Once the 
enabling legislation (Bill C-9, the Canada 
Marine Act) comes into effect and the 
management agreement between 
‘Transport Canada and the Users Group 
is approved, day-to-day operations will 
be transferred to a not-for-profit corpo- 
ration. Fixed assets will remain under 
Canadian government ownership. 


Preparations for this transition have 
been under way for some time and are 
close to completion. All major issues 
involved in negotiations with the 
Users Group have now been resolved, 
including the management of our toll 
structure, an integral part of the 
agreement with the Users Group. 


Provision for toll increases to fund capi- 
tal expenditures and cover operational 


costs is essential to Canada’s initiative to 
commercialize the Seaway. Up until 
April 1998, the Authority was unable to 
set its toll rates independently, instead 
requiring the agreement of the Saint 
Lawrence Seaway Development 
Corporation. The SLSDC covers its 
financial needs through appropriations 
and does not charge tolls for the 
American section of the Seaway. The 
U.S. and Canadian governments did not 
ratify a proposed 1997 agreement 
between SLSA and SLSDC on a toll 
increase and modifications to the 
Welland Canal lockage fees. Suitable 
alternatives that would still be agreeable 
to the U.S. were sought without success. 


On April 18, 1998, the Canadian 
government rescinded the 1959 Cabinet 
Order that established the Canadian toll 
structure, ending the requirement for 
U.S. agreement to revise tolls on the 
Canadian section of the Seaway. A deci- 
sion was then made to proceed with a 
2% toll and vessel charge increase. 
While having minimal impact on total 
transportation costs for users, the 
increase will ensure that inflation does 
not erode the revenue that funds the 
capital expenditures required to keep the 
Seaway safe and reliable. The increased 
tolls and vessel charges came into effect 
on June 1, 1998, in accordance with a 
notice published in Part 1 of the Canada 
Gazette dated April 25. 


Other aspects of the commercialization 
process that will continue during 1998 
include re-engineering the organization 
to accommodate the new not-for-profit 
corporate structure and ensure that it 
can carry out its mandate in the most 
cost-effective manner. Implementation 
of re-engineering recommendations 
prepared by a management consultant 
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also undergoing an 
$85 million moderniza- 
_ tion program—a hope- 
ful sign for Seaway 
shipping. 
Canada Steamship 
Lines (CSL) recently 
announced a $100 mil- 
lion hull replacement 
project whereby three 
of their self-unloading 
vessels will be rejuve- 
nated over the next 
three years. The W/V 
JW. McGriffin is the first 
vessel scheduled for 
forebody replacement. 
Another good sign is _ 


firm are now taking place as is imple- 
mentation of the integrated informa- 
tion technology management system, 
SAP. This state-of-the-art tool will 
integrate all of our business functions 
into one database. 


Although a two-year collective agree- 
ment was signed in December 1997 
with the majority of the Authority’s 
operational and maintenance employ- 
ees, some issues remain to be resolved 
in relation to commercialization, chief 
among them being the employee pen- 
sion plan. Focused discussions among 
management, our Union and excluded 
employees will continue during 1998 to 
develop a partnership based on a shared 
understanding of needs and a commit- 
ment to developing better mechanisms 
for working together. 
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The St. Lawrence Seaway Authority is a 
Crown Corporation created in 1954 under the 
Act to establish The St. Lawrence Seaway 
Authority, R.S.C. 1985, c. S-2. The corpora- 
tion consists of a President and Chief 
Executive Officer and a Vice-President 
appointed by the Governor in Council. Its 
activities are governed by the Act, and by 
bylaws it makes to manage its affairs. 


This annual report covers the operations of 
The St. Lawrence Seaway Authority and the 
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are available for The Seaway International 
Bridge Corporation, Ltd. and The Jacques 
Cartier and Champlain Bridges Incorporated. 
Copies of these reports may be obtained from: 


The St. Lawrence Seaway Authority 
Place de Ville, Tower “B” 

112 Kent Street, Suite 500 

Ottawa, Ontario K1P 5P2 


al 


Financial Statements presented on the 
following pages and covers the operation of 
the St. Lawrence Seaway System only. 


|e analysis supplements the Consolidated 


OVERVIEW 


The Authority is reporting a net loss of $3.8 million 
for the operation of the Seaway in the fiscal year 
1997/98, compared to a net income of $35,000 for 
1996/97. 


This net loss of $3.8 million is after absorbing 
special charges of $4.9 million for a Departure 
Incentive Program, $1.1 million for costs related to 
the commercialization of the Seaway and 

$0.5 million for the abandonment of railway 
bridges. Excluding those special charges, the 
Authority net income from ongoing operations for 
1997/98 is $2.7 million compared to $7.3 million in 
1996/97. 


The overall reduction of $4.6 million in net income 
from ongoing operations is a combination of higher 
revenues of $0.8 million and higher expenses of 
$5.4 million. 


=) THE FINANCIAL YEAR IN REVIEW 


RESULTS OF OPERATIONS 
Revenues 


The total revenues for 1997/98 amount to 
$89.4 million; this compares to $88.6 for the fiscal 
year 1996/97. 


The revenues derived from tolls declined by 

$1.3 million during 1997/98 to attain $74 million. 
This decrease is mostly due to lower cargo 
movements on the Montreal/Lake Ontario Section of 
the system. 


The revenues from leases and licences have appreciated 
by $2.8 million in 1997/98, compared to 1996/97; the 
increase is attributed to a contract with Ontario Hydro 
for the resources provided to operate a power 
generation station located in the Welland Canal area. 


The investment income of $5 million for 1997/98 
compares to $5.5 million for 1996/97; the reduction is 
mainly the result of long-term investments being 
renewed at lower yields during the fiscal year. This 
trend will continue to affect the Authority in the next 
few years due to the turnover of Investment 
Certificates in the portfolio; the anticipated impact is 
a further reduction of approximately $0.5 million in 
the fiscal year 1998/99. 


REVENUES-NOT CONSOLIDATED 


1997/98 1997/98 1996/97 
Actual Budget Actual 
in thousands of $ 
Tolls 74,058 69,370 75,318 
Leases and licences 9,193 4,804 6,364 
Investment income 4,971 4,080 5,462 
Wharfage and other 
navigation revenues 1,035 826 1,102 
Gain on disposal of assets 6 212 253 
Miscellaneous 171 206 123 
89,434 79,498 88,622 
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Expenses 


Operating expenses for 1997/98, for activities related 
to system operations, maintenance and engineering 
have increased by $4.6 million to reach a total of 
$58.2 million, compared to $53.6 million for 1996/97. 


Salaries, wages and benefits, which account for 66.8% 
of the current year’s expenses, have increased by 

$2.7 million. In 1996/97, the salaries expenses 
represented 67.5%. The increase in salaries includes 
the reassignment of nine employees from the 
Administration Group and the renewal of the 
Collective Agreement with the employees represented 
by the National Automobile, Aerospace, 
Transportation and General Workers Union of 
Canada, which covers the period of January 1997 to 
December 1998. 


The maintenance program for the operational 
structures amounts to $13.9 million and represents 
23.9% of total operations, maintenance and 
engineering expenses for 1997/98, compared with a 
total of $12.5 million and 23.3% for the fiscal year 
1996/97. The increase of $1.4 million in maintenance 
projects is mainly related to expenditures for the 
rehabilitation program of bridges in the Welland 
Canal. 


Administration expenses totalled $14.0 million in 
1997/98, an increase of $0.4 million compared to the 
fiscal year 1996/97. The salaries, wages and benefits 
of that group have been reduced by $0.8 million 
during the period as a result of employee transfers to 
the operating group and reductions from the 
abolishment of permanent positions. The expenses of 


1997/98 also include a one-time provision for claim of : 


$1.0 million and legal action has been initiated to 
contest the amount. 


The amortization expense of $13.3 million is 
consistent with the policy of the previous year, and 
compares with the expense of $12.8 million for 
1996/97. 
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LIQUIDITY AND CAPITAL RESOURCES 
Operating Activities 

The cash flow from operations of $10.6 million for 
1997/98 compares to $13.8 million for 1996/97. The 
reduction in cash generated is mainly the result of the 
one-time cost of the Departure Incentive Program 
implemented by the Authority during the period. 


Investing Activities 


The cash outlay to acquire capital assets amounts to 
$10.2 million in 1997/98, compared to $11.0 million in 
1996/97. The Asset Renewal Program of the Authority 
is a long-term commitment, which requires large 
infusions of cash in order to keep the operating 
structures in a safe and reliable condition. 


The Authority has also committed financial resources to 
replace its major operational and business systems in 
order to address the “Year 2000” issue which exists in 
our computerized applications. Two large projects are 
currently underway and will be implemented during the 
fiscal year 1998/99. The first one addresses the traffic 
management of ships in the Seaway and is being 
developed in cooperation with the Saint Lawrence 
Seaway Development Corporation in order to share a 
unique database of vessel transit information. The 
second one is the replacement of the Authority’s 
business applications systems by a fully integrated 
software system, which will regroup the accounting, 
human resources, procurement and maintenance 
appplications into one common database. 


Long-term Investments 


The Authority finished the fiscal year 1997/98 with 
$45.9 million in funds set aside for future operating and 
capital expenditure requirements. 


The long-range plan for continuing capital 
infrastructure restoration work in the next five years is 
estimated at $41.5 million, while cash requirements for 
other capital expenditures amount to $12.5 million. 


The Authority continues to be financially self- 
sufficient and is working to remain that way in the 
future by promoting the use of the Seaway system 
and continuously looking to operate at less cost. 


Oo 
(=) FIVE-YEAR FINANCIAL SUMMARY 
Ge ' (in thousands of dollars) 


1997/98 1996/97 1995/96 1994/95 1993/94 
THE ST. LAWRENCE 
SEAWAY 
Tolls $ 74,058 $ 75,318 $ 71,358 $ 76,026 $ 59,260 
Leases and licences 9,193 6,364 5,000 5,596 6,365 
Investment income 5,002 5,462 5,599 3,720 4,083 
Others 1,308 1,681 1,774 2,325 3,984 
89,561 88,825 83,731 87,667 73,692 
Operating expenses 72,212 67,305 67,636 59,480 65,362 
Amortization 13,309 12,774 12,925 14,571 12,638 
Income (loss) from operations 4,040 8,746 3,170 13,616 (4,308) 
Departure 
Incentive Program (4,881) - : Z 2 
Commercialization costs (1,115) (533) - - = 
Abandonment of 
railway bridges (492) (6,719) - - - 
Final settlement of claim = = = 2,750 = 
Income (loss) before 
large corporations tax (2,448) 1,494 3,170 16,366 (4,308) 
Large corporations tax 1,250 15256 1,261 875 1,807 
Net income (loss) for the year*  $(3,698) $ 238 $ 1,909 $ 15,491 $ (6,115) 
* The above summary does not include ae 
the proportionate consolidation 
of the SIBC joint venture. 
THOUSAND ISLANDS BRIDGE 
Revenue $ 2,819 $ 2,674 $ 2,466 $ 2,186 $ 2,267 
Expenses 862 bee POS ANA 576. 
Income from operations 1,957 2:122 1,851 1,208 1,691 
Investment income 391 628 4 900. à 750 i 444 
Net income before large 
corporations tax 2,348 2490 PER | 1,958 2,435 
Large corporations tax Se ithe eee 37 25 
Net income $ 2,296 $ 2,708 $ 1,921 A 10 


ae 
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he accompanying consolidated financial statements of The St. Lawrence Seaway Authority and 
all information in this Annual Report are the responsibility of management. 


The consolidated financial statements have been prepared in accordance with generally accepted 
accounting principles and necessarily include some estimates which are based on management's 
best judgements. Information contained elsewhere in the Annual Report is consistent, where 
applicable, with that contained in the consolidated financial statements. 


To meet management's responsibility and to assure the integrity and reliability of financial 
reporting, the Authority maintains a system of internal controls, policies and procedures to 
provide reasonable assurance that assets are safeguarded, and that transactions and events are 
properly recorded. 


The system of internal control is supplemented by an internal audit which conducts periodic 
reviews of different aspects of the Authority's operations. In addition, our external auditors have 
full and free access to the members of the Authority, who oversee management's responsibility for 
maintaining adequate control systems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the consolidated financial statements 
and for issuing his report thereon. 


Bb NG 


Carol Lemelin Michel Fournier 
Comptroller and Treasurer - President & CEO 


Cornwall, Ontario 


May 1, 1998 
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=) AUDITOR'S REPORT 
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AUDITOR GENERAL OF CANADA 


VERIFICATEUR GENERAL DU CANADA 


‘To the Minister of Transport 


I have audited the consolidated balance sheet of The St. Lawrence Seaway Authority as at 

March 31, 1998 and the consolidated statements of operations, deficit and changes in financial 
position for the year then ended. These financial statements are the responsibility of the Authority’s 
management. My responsibility is to express an opinion on these financial statements based on my 
audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Authority as at March 31, 1998 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. As required by the Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
audit of the consolidated financial statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and 
regulations, and the by-laws of the Authority. 


RAR bgt 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 1, 1998 
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CONSOLIDATED BALANCE SHEET 
As at March 31, 1998 de thousands of. te 


1998 1997 
ASSETS 
Current 
Cash and short-term investments (Note 3) $ 30,383 $ 36,256 
Accounts receivable (Note 4) 5,686 4,951 
Accrued interest receivable 1,567 1,043 
Supplies inventory 2,547 2,673 
40,183 44,923 
Long-term ; 
Investments (Note 3) 57,444 59,581 
Mortgages receivable (Note 5) 1,036 1,055 
Advance to a co-venturer (Note 6) 474 567 
Investments in non-consolidated wholly-owned subsidiaries 2 2 
(Note 7) 
Capital assets (Note 8) 514,751 503,721 
$ 613,890 $ 609,849 
LIABILITIES 
Current 
Accounts payable and accrued liabilities (Note 4) $ 18,175 $ 12,966 
Provision for the Departure Incentive Program (Note 10) $ 3,951 - 
Accrued employee termination benefits 2,747 661 
Provision and accrued charges for abandonment of 
railway bridges 627 4347 
Large corporations tax payable 36 25 
25,536 17,969 
Long-term 
Accrued employee termination benefits 11,596 13,720 
37,132 31,689 
Commitments and contingencies (Notes 13 and 14) 
EQUITY OF CANADA 
Contributed capital (Note 9) 624,950 624,950 
Deficit (48,192) (46,790) 
576,158 7 578,160 
Approved: $ 613,890 $ 609,849 
nes LT 


President & CEO 


(See accompanying notes to the consolidated financial statements.) 
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| CONSOLIDATED STATEMENT OF OPERATIONS 
- For the year ended March 31, 1998 Cr thousands af Ley 
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1998 1907 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
REVENUES 
Tolls $ 74,058 $= 304 $2. $ 75,359 $ 76,679 
Leases and licenses 9,193 59 1,181 10,433 7,561 
Investment income 4,971 10 391 5,372 6,105 
Others 1,212 27 1,638 2,877 3,037 
89,434 1397 3,210 94,041 95,3925 =. 
EXPENSES 
Operations, maintenance 
and engineering 58,242 905 336 59,483 54,690 
Administration 13,969 226 123 14,318 13,999 
Amortization 13,309 140 403 13,852 13,197 
85,520 1271 862 87,653 81,886 
Income from operations 3,914 126 2,348 6,388 11,496 
Departure Incentive Program (Note 10) (4,881) = - (4,881) - 
Commercialization costs (Note 11) (1,115) = : (1,115) (533) 
Abandonment of railway bridges (492 = ~ (492 ) (6,719) 
Income (loss) before taxes (2,574) 126 2,348 (100) 4,244 
Taxes (Note 12) 1,250 : 52 1,302 1,309 
NET INCOME (LOSS) 
FOR THE YEAR $ (3,824) $ 126 $ 2,296 $ (1,402) $ 2,935 
+\}) CONSOLIDATED STATEMENT OF DEFICIT 
DE For the year ended March 31, 1998 (in thousands ce ee 
1998 1997 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Retained earnings (deficit), : 
beginning of year $ (70,934) $ - $ 24,144 $ (46,790) $ (49,725) 
Net income (loss) for the year (3,824) 126 2,296 (1,402) 2,935 
Distribution of Joint 
Venture net income 126 (126) S $ 
Retained earnings (deficit), 
end of the year $ 26,440 $ (48,192) $ (46,790) 


$ (74,632) oe 


(See accompanying notes to the consolidated financial statements.) 
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| CONSOLIDATED STATEMENT OF 
(= >)) CHANGES IN FINANCIAL POSITION 


For the year ended March 31, 1998 (in thousands of dollars) 


1998 1997 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
OPERATING ACTIVITIES 
Cash provided from operations 
Net income (loss) for the year $ (3,824) $ 126 $ 2,296 $ (1,402) $ 2,935 
Items not requiring cash 
Amortization 13,309 140 403 13,852 13,197 
Employee termination benefits 1,163 13 - 1,176 992 
Gain on disposal of capital assets (15) - - (15) (253) 
Abandonment of railway bridges - - - - 255 
Operating cash flow 10,633 279 2,699 13,611 17,126 
Net change in working capital components 
other than cash, short-term investments 
and accrued termination benefits 4,023 77 248 4,348 6,336 
Payments of employee 
termination benefits (1,211) (3) - (1,214) (880) 
Cash provided by operating activities 13,445 352 2,947 16,745 22,582 
Internal transfers (11,724) (158) 11,882 - - 
1,721 195 14,829 16,745 22,582 
INVESTING ACTIVITIES 
Decrease (increase) in investments 2137 - - 2,137 (1,882) 
Decrease (increase) in 
mortgage receivables 19 - - 19 (72) 
Decrease in advance 
to a co-venturer 93 - - 93 8 
Acquisitions of capital assets (10,194) (24) (14,829) (25,047) (11,449) 
Proceeds from disposal of capital assets 180 - - 180 364 
Cash used in investing activities (7,765) (24) (14,829) (22,618) T'HRUS S 
Increase (decrease) in cash (6,044) 171 - (5,873) 9,551 
Cash and short-term investments 
at beginning of year 36,130 126 - 36,256 26,705 
Cash and short-term investments ee eta ares 
at end of year $ 30,086 $ 297 es $ 30,383 


(See accompanying notes to the consolidated financial statements.) 
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$ 36,256 


March 31, 1998 


1. THE AUTHORITY 


(a) Authority and Objectives 
The St. Lawrence Seaway Authority (the 
Authority) was established in 1954 under 
the Sr. Lawrence Seaway Authority Act and 
is classified as a parent Crown corporation 
under Schedule III Part I of the Financial 
Administration Act. 


The Authority was established to construct 
and operate a deep waterway between the 
Port of Montreal and Lake Erie together 
with such works and other property, 
including bridges incidental to the deep 
waterway, as deemed necessary by the 
Governor in Council. 


The St. Lawrence Seaway Authority Act 
confers upon the Authority the powers to 
borrow money and to produce revenue by 
levying tolls for the use of the deep 
waterway. The tolls that may be charged 
shall be fair and reasonable and designed to 
provide a revenue sufficient to defray the 
cost to the Authority of its operations in 
carrying out the purposes for which it is 
incorporated, which costs shall include: 


i) payments in respect to the interest on 
amounts borrowed by the Authority to 
carry out those purposes; 


ii) amounts sufficient to amortize the principal 
of those amounts over a period not 


exceeding fifty years; and 


iii) the cost of operating and maintaining the 
canals and works under the administration 
of the Authority, including all operating 
costs of the Authority and such reserves as 
may be approved by the Minister. 


Under the St. Lawrence Seaway Authority Act, 
tolls may be established by filing with the 
Canadian Transportation Agency or by 
agreement between Canada and the United 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


States. This agreement between the two 
countries is in the form of an exchange of notes 
in accordance with directions given by the 
Governor in Council. 


(b) Commercialization of the 
St. Lawrence Seaway System 
In October 1997, the Government 
introduced Bill C-9, the Canada Marine Act, 
to implement the National Marine Policy 
which provides, among other elements, for 
the commercialization of The St. Lawrence 
Seaway Authority. On May 1, 1998, the Bill 
was still under study by the Senate. If 
passed, the Bill will give the Minister of 
Transport the powers and means to proceed 
with the commercialization of the 
operations of the Seaway and the 
dissolution of the Authority on the date to 
be fixed by the Governor in Council. 


It is too early to determine all the implications 
of the above. However, it is expected that the 
Authority will be dissolved while the Seaway 
operations will be carried out by a not-for- 
profit organization (the Users Group) and its 
assets transferred to the Minister or to a person 


to be designated by the Minister. 


2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


The financial statements have been prepared in 
accordance with Canadian generally accepted 
accounting principles. A summary of significant 
accounting policies follows: 


(a) Basis of Consolidation 
The consolidated financial statements 
include the accounts of The St. Lawrence 
Seaway Authority and the Authority’s 
proportionate share of its interest in the 
accounts of its joint venture, The Seaway 
International Bridge Corporation, Ltd. 


= es 
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The Authority holds a 50% interest in The 
Seaway International Bridge Corporation, 
Ltd., and as a result is entitled to 50% of 
the assets of the joint venture, its liabilities 
and of its net income. 


The Authority’s investments in two other 
wholly-owned subsidiaries for purposes of 
the Financial Administration Act, The 
Jacques Cartier and Champlain Bridges 
Incorporated and Great Lakes Pilotage 
Authority, Ltd., are recorded at cost 
because the Authority does not have the 
right and ability to obtain benefits from 
their resources and the Authority is not 
exposed to their related risks. 


(b) Basis of Presentation of Operations 


In these consolidated financial statements, 


the maritime operations of the Seaway 
system, those of the Seaway International 
Bridge as well as those of the Thousand 
Islands Bridge have been presented 
separately in order to preserve their 
distinct results. 


Thousand Islands Bridge 

In September 1976, the Minister of 
Transport entrusted the Authority with the 
management and operation of the 
Thousand Islands Bridge, while the real 
property was vested in the name of Her 
Majesty in right of Canada. Subsequent 
capital expenditures made by the Authority 
to improve the Bridge have been recorded 
as capital assets. The retained earnings of 
the Bridge represent its cumulative 
earnings since September 1976. 


(c) Short-term Investments 
Short-term investments are recorded at 
cost. 
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(d) Supplies Inventory 


Supplies inventory comprises equipment 
and supplies used in the operation and 
maintenance of the Seaway and is recorded 
at the average cost. 


(e) Capital Assets 


Capital assets are recorded at cost. 
Replacements and major improvements 
which increase the capacity of the deep 
waterway system or extend the estimated 
useful service lives of existing assets are 
capitalized. Repairs and maintenance are 
charged to operations as incurred. The cost 
of assets sold, retired, or abandoned, and 
the related accumulated amortization are 
removed from the accounts on disposal. 
Gains or losses on disposals are credited or 
charged to operations. 


Amortization is recorded using the straight- 
line method based on the estimated useful 
service lives of the assets. 


(f) Welland Canal and Valleyfield 


Bridge Rehabilitation Programs 
Funding received from the Government of 
Canada for these programs was accounted 
for by crediting the amount against the 
costs of related capital projects undertaken 
during the year. The non-funded remaining 
cost, which is to be recovered from the 
users, is capitalized and amortized. 


(g) Employee Termination Benefits 


Employees of the Authority are entitled to 
specified benefits as provided for under 
labour contracts and conditions of 
employment. These benefits include 
accumulated sick leave and furlough leave 
which are payable upon termination. 
Usually, the termination benefits 
correspond to the higher of a week’s salary 
(two weeks for the first year of service) for 
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each year of service up to a maximum of 28 
weeks or 75% of the balance of the 
employee’s accumulated sick leave days. 
Employees are allowed 15 days of sick leave 
per year. The liability at year-end for these 
benefits is recorded in the accounts as the 
benefits accrue to employees. 


(h) Pension Plan 
All employees of the Authority are covered 
by the Public Service Superannuation Plan 
administered by the Government of 
Canada. Contributions to the Plan are 
required from both the employee and the 
Authority. These contributions represent 
the total liability of the Authority and are 
recognized in the accounts on a current 
basis. 


The Authority is not required under 
present legislation to make contributions 
with respect to actuarial deficiencies of the 
Public Service Superannuation Account. 


(i) Retired Employee Benefits 
The Authority provides a life and major 
medical insurance plan for its retired 
employees. Contributions to the plan are 
required from participant retired 
employees. The Authority pays for the 
excess of the cost of the plan over the 
participants’ contributions and this excess is 
recorded in the accounts in the year it is 
incurred. 


3. INVESTMENTS 


The Authority invests in short-term deposits, 
Government of Canada Treasury bills, 
Government of Canada bonds, Canadian 
chartered banks investment certificates and has 
two deposits with the Consolidated Revenue 
Fund of the Government of Canada. The 
carrying value of these investments 
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approximates their fair value. A portion of 
these investments, totalling $29.5 million 
(1997: $38.5 million) are maturing within a 
year and carry interest at rates varying from 
3.9% to 4.6% (1997: 2.9% to 3.3%) are 
presented with the cash at year-end. 


The Authority has set aside the remainder of 
its short and long-term investments in order to 
provide for the future: 


1998 1997 


(in thousands of dollars) 
Operating requirements: 


¢ Government of Canada 
‘Treasury bills maturing 
within one year with 
various interest rates 
between 4.9% and 5.1% 
(1997 - 2.9% and3.9%) $ 8,861 $ 16,581 


¢ Government of Canada 
bonds, 7.5% interest, 
maturing in 2001 
and 2002 14,083 - 


e Investment certificates 
with various maturity 
dates between 1 and 4 
years and with interest 
rates varying between 
4.7% and 9.7% 23,000 30,000 


Employee termination benefits: 


+ Deposits with Consolidated 
Revenue Fund with 
interest rates of 8.12% and 

8.34% (same in 1997) and 


maturing in 1998 and 2000 11,500 13,000 
57,444 59,581 


on 


— ), March 31, 1998 


a 


4. ACCOUNTS RECEIVABLE, 
ACCOUNTS PAYABLE AND 
ACCRUED LIABILITIES 


These accounts are incurred in the normal 
course of business. They are usually receivable 
or payable within a month and are non-interest 
bearing. The carrying amount of each 
approximates fair value. 


5. MORTGAGES RECEIVABLE 


The Authority has entered into long-term _ 
mortgages for the sale of parcels of land. The 
mortgages are issued for a 3-year term, they 
carry interest at rates varying from 8% to 9.5%, 
are amortized over a maximum period of 22 
years and are recoverable in monthly 
instalments. Their carrying value approximates 
fair value. The current receivable portion of 
mortgages aggregating $20,012 is included in 
the accounts receivable. 


6. ADVANCE TO A CO-VENTURER 


This account represents the excess of the 
Authority’s investment in its joint venture, The 
Seaway International Bridge Corporation, Ltd., 
over its required contribution as per the 
contractual agreement. The advance carries 


interest at the average one-year Treasury bill and 


has no repayment terms. Its carrying value 
approximates fair value. 
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7. INVESTMENTS IN 
NON-CONSOLIDATED 
WHOLLY-OWNED SUBSIDIARIES 
AND RELATED PARTY 
TRANSACTIONS 


Investments consist of the following: 


No. of shares _ Cost 
Great Lakes Pilotage 
Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and 
Champlain Bridges 
Incorporated (JCCBI) 1 100 
$ 1,600 


The Authority is related in terms of common 
ownership to all Government of Canada 
created departments, agencies and Crown 
corporations. The Authority enters into 
transactions with these entities in the normal 
course of business. 


During the year ended March 31, 1998, the 
Authority provided certain engineering and 
administrative services to JCCBI for which it 
charged $364,019 (1997 - $653,201). Charges 
are made on full cost recovery basis. At 
March 31, 1998, the amount receivable from 
JCCBI totalled $81,291 (1997 - $116,041) and 


is included in the accounts receivable. 


The Canadian Coast Guard introduced new 
navigational services fees based on the 
Authority’s vessel fleet. The fees for this service 
during the year amounted to 


$220,061 (1997 - $69,981). 
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Total 


3% 


| March 31, 1998 
Amortization Cost Accumulated Net 
rate amortization 
(in thousands of dollars) 
SEAWAY 
Land = $ 28,131 Sess $ 28,131 
Channels and canals 1% 280,498 112,463 168,036 
Locks 1% 235,869 97,665 138,207 
Bridges and tunnels 2-4% 125,152 67,667 57,485 
Buildings 2% 15,826 9333 6,493 
Equipment 2-20% 32,370 24,757 7,613 
Remedial works 1% 121,019 35,028 85,991 
Work under construction : 2,020 À 2,020 
$840,885 $346,913 $493,972 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 - 20% 547 426 121 
Building 5 - 10% 334: il 33 
Remedial works/Deferred major repairs 4.8 - 10% 992 391 601 
1573 808 745 
THOUSAND ISLANDS BRIDGE 
Improvements 2-10% 22,054 2,020 20,034 
Total $864,512 $349,761 $514,751 
1997 
Amortization Cost Accumulated Net 
rate amortization 
(in thousands of dollars) 
SEAWAY 
Land - $ 28,199 $ - $ 28,199 
Channels and canals 1% 280,033 109,379 170,654 
Locks 1% 230,736 93,976 136,760 
Bridges and tunnels 2-4% 125,142 64,327 60,815 
Buildings 2% 15,254 8,969 6,285 
Equipment 2 -20% 30,813 23,759 7,054 
Remedial works 1% 121,019 33,796 87,223 
Work under construction - 262 - 262 
$831,458 $334,206 $497,252 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 - 20% Fa 384 139 
Building 5- 10% 34 10 24 
Remedial works/Deferred major repairs 4.8 - 10% 992 294 698 
1,549 688 861 
THOUSAND ISLANDS BRIDGE 
Improvements 2-10% 7,225 1,617 5,608 
$840,232 $336,511 $503,721 
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March 31, 1998 


8. CAPITAL ASSETS (cont'd) 


Welland Canal 
Rehabilitation Program 


In 1986, the Authority undertook a seven- 
year $175 million rehabilitation program 
to refit the Welland Canal and ensure a 
continued safe and reliable waterway into 


the 215t century. The program consisted of — 


refurbishing the lock walls, stabilizing the 
canal banks and approach walls, and 
rehabilitating ancillary structures. The 
program was completed in 1993. The 
Government of Canada provided all the 
funding for the Program, and as a result, 
the funding of $175 million has been 
deducted from the cost of related 
rehabilitation works. 


Valleyfield Bridge 
Rehabilitation Program 


In 1987, Hydro-Quebec undertook a 
rehabilitation program for the Valleyfield 
Bridge. The Authority’s share of the cost 
of the rehabilitation works was 25% of the 
total cost; the remainder being Hydro- 
Quebec’s responsibility. In 1992, the 
‘Treasury Board decided that the Authority 
would only be responsible for 

$17.8 million of the cost of the works, 
representing the Authority’s 25% share in 
the cost of the works completed up to 
March 31, 1992, and that its share of the 
cost incurred after that date would be 
funded by the Government of Canada. All 
work was completed at March 31, 1993 
and the costs to be funded by the 
Government of Canada amounted to 

$8.4 million. Only the portion of 

$17.8 million funded by the Authority has 


been capitalized in the accounts. 
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9. CONTRIBUTED CAPITAL 


As of April 1, 1977, loans from Canada of 
$624.95 million were converted to equity by 
parliamentary appropriation. This amount 
was recorded as contributed capital. The 
parliamentary appropriation authorizing the 
1977 conversion of loans from Canada to 
equity also authorized the Minister to fix, 
from time to time, the amount that shall be 
paid by the Authority annually out of its toll 
revenue as a return on capital. No return on 
capital has ever been required to be paid 
since then. 


10. DEPARTURE INCENTIVE 
PROGRAM 
During the year, the Authority adopted a 
staff reduction program. The Authority 
anticipates that full implementation of that 
program should be completed in 1998/99. 
The total cost of the program has been 
estimated at about $5 million and has been 
recorded in the accounts in the current year. 


41. COMMERCIALIZATION 
COSTS 
The Authority participated fully in the 
negotiations with Transport Canada and the 
Users Group for the commercialization of 
the St. Lawrence Seaway System (note 1 b). 
The commercialization costs also include 
the cost of studies for the setting up of the 
not-for-profit public/private partnership 
and for the potential revision of the 
employees’ pension plan. 


it AT Tres 
> 


& 


"4 March 31,1998 


* reagan 


12. TAXES 
The Authority, as a prescribed Federal 


Crown corporation, is subject to the 
provisions of the Income Tax Act. Taxes 
include income tax (38% of income) and 
the large corporations tax. The Authority 
is not subject to any provincial income 
taxes. Taxes for the year are summarized as 


follows: 
Description 1998 1997 


(in thousands of dollars) 


Income tax $ - $1,600 
Large 

corporations tax 1,302 15309 
Sub-total 1,302 2,909 
Decrease of income 

tax arising from the 

carry-over of prior 

years’ losses - 1,600 
Net taxes (large ites RAI 

corporations tax) $1,302 1,309 


At the end of the year, unamortized capital 
cost for tax purposes is in excess of the net 
book value of capital assets by 
approximately $215 million. The potential 
future tax reduction arising from these 
timing differences has not been recorded 
in the accounts of the Authority. Further, 
the Authority also has a deductible loss of 
$6 million expiring in 2002 which is 
available to reduce the taxable income of 
future years. 
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13. COMMITMENTS 


At March 31, 1998, contractual obligations 
for capital and other expenditures 
amounted to $3.1 million 


(1997 - $15.8 million). 


14. CONTINGENCIES 


There is a total of $39 million in claims 
instituted against the Authority. The 
claims arise from the October 1985 Lock 7 
wall blow-out, compensation and damages 
in connection with the expropriation of 
lands and various other claims. The 
Authority is contesting all these claims and 
their outcome cannot be determined at 
this time although management is of the 
opinion that these actions will not result in 
any material losses to the Authority. The 
Authority is also the claimant in certain 
other pending or threatened claims and 
lawsuits. 


Decontamination could be needed for 
some of the Authority’s properties. ‘Io 
date, the Authority has not been in a 
position to determine the related costs, not 
having assessed its properties’ 
contamination status. 
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45. REQUIRED FUTURE 
FUNDING FOR MAJOR 
RESTORATION OF 
INFRASTRUCTURE 


The anticipated amount of funds that 
should be provided by operating activities 
over the next five years will most likely not 
be sufficient to finance the anticipated 
major restoration projects of the 
Authority’s infrastructure over that period. 
The Authority will need to use a 
significant portion of its long-term 
investments to cover the excess costs of 
these projects over the funds generated by 
its operating activities. Beyond that period, 
and in the event of the continuance of that 
trend, the Authority may require outside 
financing of these projects. : 


16. COMPARATIVE FIGURES 


Some of the 1997 comparative figures were _ 
reclassified to conform to the presentation 


adopted in 1998. 
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